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March 31, 1955 


TO APEX SHAREHOLDERS: 

The year just passed has certainly been the most difficult one we have ever experienced. 
The problem during the entire year was one of readjustment to reach a satisfactory operating 
basis matching the lower volume of business occasioned by continued reduction of Defense 
Work and some loss of Civilian business as well. Concurrent with the reduced volume to 
about one half the previous level was the equally important factor of highly competitive pricing 
which seriously narrowed gross margins on Home Appliances. 

The combination of these changes in conditions brought about an operating loss of 
a substantial total despite all efforts made to meet the emergency. Perhaps it would be timely 
and certainly of great interest to shareholders to state here that such efforts have recently been 
successful in establishing profitable operations even on the lower level of volume and short 
margins, but not until January of this current year and after accumulating losses monthly 
during the past year. This amount was increased by $500,000 through a reserve set up to 
provide for possible loss on investment in, and open account of, an unconsolidated subsidiary, 
though about the same amount may be recovered from this item through tax carry-forward 
against future profits. 

The program to reduce expenses necessarily was closely related to maintaining balance 
in all divisions of the business and an orderly re-alignment for improved operations as quickly 
as possible. These adjustments included: 

Two small plants were vacated and sold, relocating the departments that were 
retained, in the main plants. There was absorbed as non-recurring expense, moving and 
rearrangement costs to shrink over-all Factory operations for lower production volume. 
Factory overhead through budgeting was reduced by about 20% in relation to Direct 
Labor compared with previous costs. Service, Engineering, Selling and Administrative 
expenses likewise have been adjusted accordingly. Total amount paid in salaries (other 
than hourly compensation) was reduced 35% for the year 1954 compared with the 
amount paid in 1953 and, at the rate in effect in recent months, the total of all salaries 
for the year 1955 will be 43% lower than in 1953—a reduction of over $1,000,000 for 
the year. Efforts were made to improve appliance business in the first half of 1954 by 
an energetic sales campaign conducted by sales executives of outstanding reputation 
but met with limited success and proved too costly to continue. 

An Inventory of materials and finished products at the first of the year of 
$6,565,000 was out of relation to the lower sales volume and the reduction, in a soft 
market, required severe price concessions and called for considerable extra sales efforts. 
Likewise, a substantial cut-back in factory production was required with the inevitable 
result of high unabsorbed Factory Overhead costs. Nevertheless, a reduction was accom¬ 
plished in the amount of $2,802,000 bringing the Inventory as of the end of the year 
to $3,763*000. The release of funds from Inventories permitted full payment of the 
$2,300,000 V-Loan for Defense work and also the yearly payment of $250,000 on 
Insurance Term Loan, resulting in savings of interest and other costs. 










Net sales for the year totalled $18,142,791 as compared with a total of $31,759,010 
for the previous year which was a drop of $13,616,219 or 43%. In the year 1953 Defense 
sales represented 44% of the total volume while this year the percentage was relatively small. 

Loss from all operations including the previously-mentioned extraordinary reserve 
and after credit of tax carry-back and other adjustments, was $1,449,793 which compares 
with a small profit of $101,435 for the year 1953. It is expected that through the parent 
company and its subsidiaries, there will be a Federal Income Tax carry-forward of a substantial 
amount as a credit against taxes on profits earned subsequent to January 1, 1955. 

Defense work operations subject to the Renegotiation Act of 1951 for the years 1952 and 
1953 have been given clearance by the proper authorities. 

Dividends totalling $24,997 were paid on shares of Prior Preferred stock at the rate 
of $7 per share and 276 shares were retired as required. 

Need for modernization in design and to effect product cost savings in several models 
of Automatic Clothes Washers and matching Dryers, required substantial expenditures for 
production tooling. Likewise, relocating Fibre-glass Molding Division at the Main Cleveland 
Plant required building extension and equipment additions. Total expenditure for all Plant 
and Equipment of $512,795, was made which was substantially offset by disposals. Depreciation 
in the amount of $472,598 was provided and absorbed in operating costs for the year. Net 
investment in Property, Plant and Equipment was reduced by $116,509 during the year. 

The newly located Fibre-Glass Molding Division is now in full operation and, in addition 
to supplying washer tubs and other shapes in large quantities for Apex production, is developing 
increased volume of outside work as well. In the interests of diversification of our business, 
this division in its several attractive branches of activities, is being given full support. 

New product design and development work was stressed as highly important and good 
progress has been made by the Engineering Division both with respect to home appliances 
and fibreglass products. The latter particularly shows promise in newly created usages for 
Civilian and Military items that are the result of much research and study. An appliance of 
special interest is that of a single combination Washer-Dryer unit designed to wash, rinse, 
extract and completely dry clothes in automatic sequential cycles. Development of this ultra-mod¬ 
ern, spectacular laundry unit has after five years of research been completed quite simply through 
some modification of, but mostly by additions to, the regular "spiral tub agitator" Apex WaslvA- 
Matic. Tooling for pilot production is now proceeding, with plans for marketing in early Fall. 

It is encouraging to be able to report that the several months of the new year reflect 
some benefits of the improvements referred to in this letter and are now showing a modest 
profit. The first quarter year will produce in excess of $150,000 earning and there is good 
reason to expect that this position can be maintained. 

Special appreciation is due and generously extended to our entire organization for the 
extraordinary efforts made during a most trying year in meeting the many problems encountered. 

For the Directors, 



PRESIDENT 








STATEMENT OF CONSOLIDATED 

THE APEX ELECTRICAL MANUFACTURING' 

* 
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DECEMBER 


NET ASSETS 


CURRENT ASSETS 

Cash. $ 962,395 

Trade notes and accounts receivable, less allowance of $65,000 . 1,403,814 

Refundable federal taxes on income arising from carry-back of 
operating loss — estimated — Note A. 378,292 

Inventories — at lower of cost (generally standard cost) or market: 

Finished products at plants and warehouses 

(including service parts).$1,385,490 

Raw material, in process, manufacturing supplies, etc. . . . 2,377,659 3,763,149 

Prepaid pensions, insurance, and other expenses. 245,314 

TOTAL CURRENT ASSETS. $6,752,964 

LESS CURRENT LIABILITIES 

Accounts payable and accruals. $1,306,438 

Federal taxes on income — estimated — Note A. 48,354 

Current portion of long-term debt. 250,000 

TOTAL CURRENT LIABILITIES . . . $1,604,792 

WORKING CAPITAL (net current assets) $5,148,172 

PROPERTY, PLANT, AND EQUIPMENT-at cost less allowances 
Land ($36,000), buildings, machinery and equipment .... $5,762,375 

Less allowances for depreciation and amortization. 2,763,533 2,998,842 

OTHER ASSETS. 113,083 

NET ASSETS USED IN THE BUSINESS 

(before deducting long-term debt below) . . $8,260,097 

LESS LONG-TERM DEBT-Note B 2,500,000 

TOTAL NET ASSETS IN WHICH CAPITAL 

AND EARNINGS RETAINED ARE INVESTED $5,760,097 































FINANCIAL POSITION 


COMPANY AND CONSOLIDATED SUBSIDIARY 

31 , 1954 


CAPITAL AND EARNINGS RETAINED IN THE BUSINESS 

CAPITAL 

Prior preferred stock, $7 cumulative, par value $100 per share, 
redeemable at $105 per share, and accrued dividends: 


Authorized 4,689 shares 

(issued 3,679 shares — in treasury 366 shares) 

Outstanding 3,313 shares.$ 331,300 

Preferred stock (dividend rate not fixed), cumulative, par value 
$50 per share: 

Authorized and unissued 40,000 shares. — o— 

Common stock, par value $1 per share: 

Authorized 450,000 shares; issued 340,000 shares .... 340,000 


Other capital (decrease of $1,272 during year represents cost of 

276 shares of prior preferred stock retired in excess of par value) 324,315 $ 995,615 

EARNINGS RETAINED IN THE BUSINESS - Note B . . . 4,764,482 




TOTAL CAPITAL AND EARNINGS 

RETAINED IN THE BUSINESS . . $5,760,097 


See notes to consolidated financial statements. 















STATEMENT OF CONSOLIDATED EARNINGS 

THE APEX ELECTRICAL MANUFACTURING COMPANY AND 
CONSOLIDATED SUBSIDIARY 

YEAR ENDED DECEMBER 31, 1954 


Income: 

Net sales. 

Discount earned, royalties, and sundry income, including $48,911 
for profit on sale of land, building, and equipment . . . . 


Cost and expenses: 

Cost of goods sold, including warranty expense.$17,019,725 

Selling, administrative, general and other expenses. 2,326,637 

Interest expense. 248,870 

Provision for loss on investment in, and open account of, 
unconsolidated subsidiary. 500,000 


LOSS BEFORE FEDERAL TAXES ON INCOME 
Federal taxes on income — estimated — Note A: 

Refundable taxes on income due to carry-back of operating loss $ 378,292 

Less additional provision for prior years normal tax and surtax 25,862 

LOSS FOR THE YEAR 

Allowance for depreciation for the year amounted to $472,598 


$18,142,791 

150,218 

$18,293,009 


20,095,232 
$ 1,802,223 


352,430 
$ 1,449,793 


STATEMENT OF CONSOLIDATED EARNINGS 
RETAINED IN THE BUSINESS 

YEAR ENDED DECEMBER 31, 1954 


Balance at January 1, 1954 . $ 6,239,272 

Deduct: 

Loss for the year.$ 1,449,793 

Cash dividends: 

On prior preferred stock ($7 per share) — Note C . . . . 24,997 1,474,790 

BALANCE AT DECEMBER 31, 1954 $ 4,764,482 


See notes to consolidated financial statements. 




























NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


THE APEX ELECTRICAL MANUFACTURING COMPANY 
AND CONSOLIDATED SUBSIDIARY 
DECEMBER 31, 1954 


Note A — Federal income and excess profits tax returns have been examined by the Internal 
Revenue Service through the year 1952; additional assessments for the years 1949 and prior have 
been paid and provision has been made for additional assessments for the years 1950 to 1952, 
inclusive, based upon such settlements. Other items in the latter years are still in controversy 
but it is not expected that settlement thereof will materially affect the financial statements. The 
privilege of carrying back to prior years the loss for tax purposes in the year 1954 enables the 
Company to recover all taxes on income paid for the years 1952 and 1953. 

Note B — Long-term debt is the unpaid balance of $2,750,000 on a loan from an insurance 
company, less $250,000 shown as current liability. The loan bears interest at the rate of 4%, 
matures January 15, 1964, and is subject to annual prepayments of $250,000 in the years 1955 
to 1959, inclusive, and $300,000 thereafter. 

The loan agreement contains various covenants including a requirement for the main¬ 
tenance of working capital of not less than $5,000,000, and limitations on the payment or declara¬ 
tion of dividends (other than stock dividends) on common stock or other distributions thereon. 

Under the agreement at December 31, 1954, there were no consolidated earnings retained in 

the business available for payment of dividends on common stock. 

Note C — Cash payment of dividend on preferred stock payable January 3, 1955, was 
deposited by the Company with the disbursing agent on December 28, 1954. 

Note D — The Company has established noncontributory pension plans whereunder in 
the year 1954 approximately $200,000 was deposited with the trustees for current and past 
services of eligible employees. The past service contemplated in the plans amounts to approxi¬ 
mately $1,750,000 as of December 31, 1954, which may be paid over a maximum period of 

26 years. However, the payment of this amount is not a fixed obligation of the Company, inasmuch 
as the pension agreements are subject to termination at any time with proper notification. 

Note E — Contingent liabilities consist of an obligation under a credit agreement with a bank 
to repurchase appliances, sold by dealers and distributors under title retention instruments, in the 
event of customer default, and possible liability involved in pending litigation arising in the regular 
course of business, including damages, costs, and attorneys’ fees in patent litigation now on appeal. 














ERNST & ERNST 

ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 

CLEVELAND 


Board of Directors, 

The Apex Electrical Manufacturing Company, 

Cleveland, Ohio. 

We have examined the statement of consolidated financial 
position of The Apex Electrical Manufacturing Company and 
consolidated subsidiary as of December 31, 1954, and the related 
statements of consolidated earnings and earnings retained in the 
business for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accord¬ 
ingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying statement of financial 
position and statements of earnings and earnings retained in the 
business present fairly the consolidated financial position of The 
Apex Electrical Manufacturing Company and consolidated subsid¬ 
iary at December 31, 1954, and the consolidated results of their 
operations for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 

ERNST & ERNST 
Certified Public Accountants 

Cleveland, Ohio 
March 17, 1955 
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